AMENDED IN ASSEMBLY MARCH 25, 2003

CALIFORNIA LEGISLATURE—2003-04 REGULAR SESSION

ASSEMBLY BILL No. 432

Introduced by Assembly Member Kehoe

February 14, 2003

An act to-amend-Section—1371L37 afld Section 1371.40 tihe
Healthand Safety Codeand to add Section 10123.146 to the Insurance
Code,relating to health care-serviceplarmverage

LEGISLATIVE COUNSELS DIGEST
AB 432, as amended, Kehoe—Health—ecare—service—plans:- unfair
payment—patterns Coordination of benefits: secondary payor
requirements
Existing law,the Knox-Keene Health Care Service Plan Act of 1975,
providesfor the regulation and licensure of health care service plans by

the Department of Managed Health Gare—ane—nelades—provisions

tiBmisting law also
provides for the regulation of health insurers by the Department of
Insurance. Under existing law, a health care service plan and a health
insurer are required to reimburse provider claims within a specified
timeframe. The willful violation of the provisions governing health
care service plans is a crime.

This bill would-relude-asanunfairpayment-patterna-health care
service-plan’'sfallure-when-acting-as-a-secondary-ersupplemental plan
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AB 432 —2—

vider
specify the requirements for payment of a prowder claim by a health
care service plan or a health insurance policy when it is a secondary
payor under a coordination of benefits provision

Because-thighebill would specify an additiona-Herm-ef-prehibited
conduetundertheKnox-KeeneHealth—ServecePlan—-Aet—of 1975
requirement for the operation of a health care service ,ptlaa willful
violation of which-+#swould bea crime;-the-billit would-ereatearew
erime-and-thugmpose a state-mandated local program.

The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Statutory provisions establish procedures for making that
reimbursement.

This bill would provide that neeimbursement is required by this act
for a specified reason.

Vote: majority. Appropriation: no. Fiscal committee: vyes.
State-mandated local program: yes.

The people of the State of California do enact as follows:

SE%@N—l—SeeHen—l—S?—l%?—ef—the—He&l#n—and%a#ety—Code
SECTION 1. Section 1371.40 is added to the Health and

Safety Code, to read:

1371.40. (a) Notwithstanding its fee schedule, a health care
service plan that is the secondary payor under a coordination of
benefits provision shall pay the entire balance of the claim,
including all copayments, that are not paid by the primary payor
under the coordination of benefits provision.

(b) If the health care service plan that is the primary payor
under a coordination of benefits provision pays the claim of a
provider on a capitated or prepaid basis, the health care service
plan that is the secondary payor shall reimburse the provider for
the copayment in the amount established by the primary payor for
capitated services.

(c) A health care service plan that is the secondary payor under
a coordination of benefits provision shall in no event be liable for
an amount that exceeds the amount it would have leegired to
pay on the claim if it were the primary payor.
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(d) This section shall not affect a provider’s right to be
reimbursed usual, customary, and reasonable charges when the
providerdoes not have a contract with the health care service plan.

SEC. 2. Section 10123.146 is added to the Insurance Code, to
read:

10123.146. (a) Notwithstanding its fee schedule, an
individual or group health insurance policy that is the secondary
payor under a coordination of benefits provision shall pay the
entire balance of the claim, including all copayments and other
amounts that the insured is required to pay, that is not paid by the
primary payor under the coordination of benefits provision.

(b) If the health insurance policy or the health care service plan
that is the primary payor under a coordination of benefits
provision pays the claim of a provider on a capitated or prepaid
basis,the health insurance policy that is the secondary payor shall
reimburse the provider for the copayment in the amount
established by the primary payor for capitated services.

(c) A health insurance policy that is the secondary payor under
a coordination of benefits provision shall in no event be liable for
an amount that exceeds the amount it would have leegired to
pay on the claim if it were the primary payor.

(d) This section shall not affect a provider’s right to be
reimbursed usual, customary, and reasonable charges when the
provider does not have a contract with the health insurer.
isamendedtoread:
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SEC2—

SEC. 3. No reimbursement is required by this act pursuant to
Section 6 of Article XllI B of the California Constitution because
the only costs that may be incurred by a local agency or school
district will be incurred because this act creates a new crime or
infraction, eliminates a crime or infraction, or changes the penalty
for a crime or infraction, within the meaning of Section 17556 of
the Government Code, or changes the definition of a crime within
the meaning of Section 6 of Article XIII B of the California
Constitution.
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